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JOSEPH SULLIVAN 


WORLD OIL PRICES: PRESSURES AND PROSPECTS 
ANNCR > 

OIL MINISTERS OF THE ORGANIZATION OF PETROLEUM EXPORTING 
COUNTRIES ARE MEETING IN GENEVA IN AN EFFORT TO RESOLVE 
PRICING POLICY DIFFERENCES. VOA'S JOSEPH SULLIVAN LOOK AT THE 
LONG-TERM PROSPECTS FOR ADJUSTMENTS IN OIL PRICES. 
VOICE: 

THERE'S NO QUESTION THAT THE CURRENT SUPPLY AND DEMAND 
SITUATION ON THE WORLD OIL MARKET WILL BEAR HEAVILY ON 
PRICING CONSIDERATIONS AT THE OPEC MEETINC. PRICE CONTROLS ARE 
CLEARLY STILL IN THE HANOS OF THE OIL EXPORTERS. BUT THE 
EXISTING SURPLUS OIL PRODUCTION HAS INTRODUCED AN ELEMENT 
OF SALES COMPETITION AMONG OPEC, WHICH SOME EXPERTS SAY 
COULD PRODUCE SOME PRICE REDUCTIONS. 

CORRESPONDENT NEIL ULMAN -- WRITING FROM LONDON FOR THE 

"WALL STREET JOURNAL," -- SAYS THAT INTERNATIONAL OIL COMPANIES, 
WHICH NOT SO LONG AGO WENT TO GREAT EFFORT TO ASSURE THEIR 
LONG-TERM OIL SUPPLIES, ARE NOW FACED WITH PROBLEM OF HOW TO 
TURN AWAY OIL THAT SOME PRODUCER NATIONS ARE PRESSURING THEM 
TO BUY. THE DILEMMA, HE SAYS, RESULTS FROM THE CRUDE OIL GLUT 
THAT FOLLOWED THE SURGE IN OIL PRICES, AS WELL AS THE RECESSION 
IN THE INDUSTRIALIZED WORLD, AND TWO MILD WINTERS IN EUROPE 
AND THE UNITED STATES. 

COMPETITION AMONG OPEC NATIONS TO GET INTERNATIONAL OIL 
COMPANIES TO TAKE MORE OIL, MISTER ULMAN OBSERVES, HAS RESULTED 
IN ONLY SMALL PRICE REDUCTIONS. BUT FOR THE LONGER TERM, HE 


ADDS, IT SUGGESTS THAT THE OIL COMPANIES ARE RE-ENTERING THE 
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BARGAINING PROCESS FROM WHICH THEY WERE ABRUPTLY CUT OUT 
THREE YEARS AGO, 

MISTER ULMAN NOTES THAT IN KUWAIT, WHERE PRICES WERE RECENTLY 
ROLLED BACK TEN CENTS A BARREL IN THE FACE OF SLUMPING 
DEMAND FOR HEAVY GRADES OF CRUDE OIL, OIL COMPANIES HAVE SOUGHT 
IN RECENT MONTHS TO CUT BACK ON THE AMOUNT OF CRUDE OIL 
THEY HAD PREVIOUSLY AGREED TO TAKE. AT THE SAME TIME, HE ADDS, 
IN IRAN, THE SHAH HAS ADMONISHED THE IRANIAN OIL PARTICIPANTS, 
LIMITED -- A FOURTEEN-COMPANY OIL PURCHASING CONSORTIUM -- 
FOR FAILING TO TAKE AS MUCH OIL IN 1975 AND THIS YEAR AS THEY 
HAD PROMISED, 

OIL ECONOMISTS ALSO SEE TRENDS WHICH THEY 

SAY WILL PUT OPEC'S PRICING POWER TO INCREASINGLY SEVERE TEST. 
BRUCE NETSCHERT -- AUTHOR OF SEVERAL BOOKS ON RESOURCES AND 
ENERGY PROBLEMS -- WRITES IN THE "WALL STREET JOURNAL" THAT THE 
FLUCTUATIONS IN DEMAND FOR OIL, BY THEMSELVES, HAVE PROVED 
INSUFFICIENT TO PUT PRESSURE ON OPEC FOR SIGNIFICANT PRICE 
REDUCTIONS. BUT, IN HIS WORDS ZSUPPLY ELASTICITY HAS NOT YET 
HAD TIME TO SHOW ITSELF, AND OPEC HAS YET TO MEET THE FULL 
IMPACT OF THE ECONOMIC FORCES IT HAS CALLED INTO PLAY." 

MISTER NETSCHERT OBSERVES THAT WHILE MIDDLE EASTERN AND 
AFRICAN NATIONS ACCOUNT FOR ASOUT TWO-THIRDS OF THE WORLD'S 
PROVED OIL RESERVES, THE EXPERTS BELIEVE THAT A RELATIVELY 
HIGH PROPORTION OF THE DISCOVERIES OF NEW OIL RESERVES WILL 
BE IN NON-OPEC NATIONS. THE NORTH SEA OIL DISCOVERIES, HE 
NOTES, UNCOVERED AN ESTIMATED THIRTEEN THOUSAND MILLION 
BARRELS OF RESERVES. THESE RESERVES, HE ADDS, ARE BELIEVED 


SUFFICIENT TO SUSTAIN A PEAK PRODUCTION LEVEL OF MORE 
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THAN THREE MILLION BARRELS OF CRUDE OIL PER DAY. THE DISCOVERY 
OF ANOTHER NEW OIL FIELD IN THE NON-OPEC WORLD OF THE MAGNITUDE 
OF THE NORTH SEA DEPOSITS, MISTER NETSCHERT SAYS, WOULD PUT 

A SEVERE STRAIN ON THE ABILITY OF THE OIL CARTEL TO MAINTAIN 
PRICE CONTROLS. "AND TWO MORE NORTH SEAS," HE CONCLUDES, 
"WOULD CERTAINLY DO IT." 


GH/RCS 


